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“The State’s economy
was in for a moderate
slowdown without the
current energy crisis...
the onset of sharply
higher electricity costs
raises the risk of further
weakening the
economy.”
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“This year, the outlook
calls for a noticeable
slowdown in job
creation, to 2.2 %.”
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“Consumers are still
spending in California,
especially on services,
automobiles and
housing.”
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    Figure 5

 Controller’s Economic Council:  Forecasts for 2001

May 2001
Employ- Unemploy- Personal Residential
ment ment Income Building
growth Rate Growth Permits

Council Member Representative (percent) (percent) (percent) (in thousands)

California Association of REALTORS© Robert Kleinhenz 2.0 5.2 5.5 145
California Economic Forecast Project Mark Schniepp 2.4 5.1 5.7 155
LA County Economic Dev Corp Jack Kyser 2.3 5.3 6.0 152
The Milken Institute Ross DeVol 1.9 4.9 4.7 146
Munroe Consulting Tapan Munroe 1.8 5.3 5.7 150
UC Berkeley, Center for RE & Urban Econ Cynthia Kroll 1.8 5.5 6.2 145
UCLA Anderson Forecast Tom Lieser 2.4 5.0 4.9 154

Mean 2.1 5.2 5.5 150
Median 2.0 5.2 5.7 150
State Controller 1.9 5.0 5.1 145
2000 Actual 3.8 4.9 11.5 148

Source: State Controller's Office: Council of Economic Advisors
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“Energy demand has
grown in tandem with
the economy, but the
supply side has not.”

    Figure 6
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“In general, electricity
usage has increased
less than 2% per year
since 1995.”

Average and Peak Electricity Demand*
California
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    Figure 7
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“Electricity usage to
date in 2001 has been
lower every month
compared to a year
ago.”
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“Higher approved retail
electricity rates will
provide a significant
conservation incentive
for consumers.”
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A New Beginning at
the End of the Line:

Managing the
Energy in ‘The City
that Knows How’

By
Mayor Willie L.

Brown, Jr.
“To assure longer-term
reliable electric service
at affordable prices
[San Francisco] is
beginning the process
necessary to acquire
PG&E’s electric
distribution system...
ownership of the
electric distribution
system will allow the
City to put in place an
integrated approach to
planning for the
upgrade and
improvement of electric
service.”
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    Power Prices Surge in California
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California Gasoline:
The Return of
Refiner Profits

By
Richard Gilbert,

Ph.D.
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“The most significant
component in the rise
of prices from January
to May was the refiner
margin.”

    Table 1

Components of the Price of a Gallon of Branded Regular Gasoline in California*
($ per gallon)

January 2001 May 2001

Crude oil $0.57 $0.64
Refiner margin 0.39 0.66
Retail margin 0.15 0.15
Taxes 0.48 0.50

Total price per gallon** $1.60 $1.95

* Source:  California Energy Commission
** May not sum due to rounding
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“With respect to
gasoline, the California
market is an island.”

California Refinery Margins
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California’s
Deregulation

Disaster –
A Consumer

Advocate’s View

By
Harvey Rosenfield
and Douglas Heller
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“Welcome to the world
of deregulation, the
single greatest public
policy mistake in
California history.”
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“Electricity is too
important a commodity
to be left to the
vicissitudes of
imperfect markets...
The State must focus
on regaining control of
wholesale energy
prices in the very short
term, and control of the
electricity system in the
long term.”
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What’s an Irate
Ratepayer To Do?

By
Medea Benjamin
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“We as ratepayers and
taxpayers are
organizing to demand
that FERC act to ensure
that rates bear a
reasonable relationship
to production costs.”

“Statewide, we need to
commit ourselves to
having at least 20%
renewables by the year
2010.”
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“Public power is not a
new or radical
concept... Here in
California, public power
has provided, on
average, rates that are
20% lower than
investor-owned
utilities.”
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Crisis Transmits
Powerful Need for

Energy Review

By
Tapan Munroe
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“California’s botched
up deregulation plan
should not be the
benchmark by which
we assess the
desirability of
introducing competition
in electricity markets...
Experience of other
states... suggests that it
is entirely possible to
make electricity
deregulation work.”
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    Impact on the Los Angeles Area Economy
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“What may be possible
is slow and gradual
elimination of price
controls over time so
that the customer
eventually pays market
rate.”
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“Fixed prices [have]
discouraged voluntary
conservation over
time.”

    A Few Oft-quoted Fallacies About the Crisis
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Renewable Energy
and Energy

Efficiency Policies
and the California

Energy Crisis

By
Daniel M. Kammen,

Ph.D.

“Statewide, public
sector investment in
renewable energy
generation, combined
with increased
municipal control of
electricity production
and retail sales, would
offer a better and more
meaningful long-term
solution to the
problems that
electricity deregulation
has raised.”
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“The U.S. should
pursue a policy of not
only net-metered
energy use, but real-
time pricing where
homeowners,
businesses and
industry can all
participate fully in
supplying their excess
power generation into
the market.”
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Electricity Generation Alert Status Days 
California Independent Operators
1998 - 2001

Alert Status 1998 1999 2000 2001*
 --------- number of times ------------

Stage 1 (Reserves less than 7.5%) 7 4 55 66
Stage 2 (Reserves less than 5%) 5 1 36 61
Stage 3 (Reserves less than 1.5%) 0 0 1 38
Rotating Blackouts Ordered 0 0 1 6

* January through May 2001
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